


Construction Ltd. has to start a new project in
winter. The concrete work is highly weather de-
pendent and can only be carried out if tempera-
tures are above 5°C.
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Construction Ltd. calculates as follows:
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The graph shows the variation in costs given the
Break-even of the construction project is on day 15. number of Cold Days during the period.

Construction Ltd. is concerned about the fact that
cold days cut a hole in their earnings. Given the
climate variability, this is not a risk they want to
take.

Construction Ltd. decides to purchase the follow-
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Cold Day pays

Sample Parameter:
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- Maximum payout: EUR 200,000 Unprotected: Best case: 0, Worst Case 300 000

- Premium: EUR 10,000 Protected: Best case: 10 000, Worst Case 110 000
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